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§203.440

evidence will be required in a form sat-
isfactory to the Commissioner (see
§203.385) unless the Commissioner
agrees to accept title to a leasehold es-
tate without title evidence.

[52 FR 48202, Dec. 21, 1987, and 53 FR 9869,
Mar. 28, 1988]

REHABILITATION LOANS

§203.440 Definitions.

All of the definitions contained in
§203.50 of this subchapter shall apply to
§8203.440 et seq. In addition the fol-
lowing terms shall have the meaning
indicated:

(a) Insured loan means a loan which
has been insured as evidenced by the
issuance of an Insurance Certificate or
by the endorsement of the note for in-
surance by the Commissioner.

(b) Contract of insurance means the
agreement evidenced by the issuance of
an Insurance Certificate or by the en-
dorsement of the Commissioner upon
the note given in connection with an
insured loan, incorporating by ref-
erence the regulations in §§203.440 et
seq. and the applicable provisions of the
Act.

(¢) Insurance premium means the loan
insurance premium paid by the finan-
cial institution to the Commissioner in
consideration of the contract of insur-
ance.

(d) Beginning of amortization means
the date one month prior to the date of
the first monthly payment to principal
and interest.

(e) Maturity means the date on which
the loan indebtedness would be extin-
guished if paid in accordance with peri-
odic payments provided for in the
original note and security instrument.

(f) Debentures means registered,
transferable securities in book entry or
certificated form which are valid and
binding obligations, unconditionally
guaranteed as to principal and interest
by the United States.

[36 FR 24508, Dec. 22, 1971, as amended at 59
FR 49816, Sept. 30, 1994]

§203.441 Insurance of loan.

Under compliance with the commit-
ment, or as provided in §203.255(b) with
respect to mortgages processed under
the Direct Endorsement program, the
Commissioner shall insure the loan ev-

24 CFR Ch. Il (4-1-99 Edition)

idencing the insurance by the issuance
of an insurance certificate which will
identify the regulations under which
the loan is insured and the date of in-
surance.

[57 FR 58349, Dec. 9, 1992; 58 FR 13537, Mar. 12,
1993]

§203.442 Contract created by Insur-
ance Certificate or by endorsement.

The loan is insured from the date of
the issuance of an Insurance Certifi-
cate or from the date of the endorse-
ment of the note. The Commissioner
and the lender shall thereafter be
bound by the Act and the regulations
in §§8203.440 et seq. with the same force
and to the same extent as if a separate
contract had been executed relating to
the insured loan.

§203.443 Insurance premium.

All of the provisions of 8§§203.260
through 203.269! concerning mortgage
insurance premiums, apply to loans in-
sured under §203.50.

[47 FR 30753, July 15, 1982]

§203.457 Voluntary termination of
contract.

Upon request by the borrower and
lender the Commissioner may termi-
nate the insurance contract on the
loan. The lender shall cancel the insur-
ance endorsement on the insurance cer-
tificate or note upon receipt of notice
from the Commissioner that the con-
tract of insurance is terminated.

[37 FR 8662, Apr. 29, 1972]

§203.458 Termination by prepayment
of loan.

The contract of insurance shall be
terminated if the loan is paid in full
prior to its maturity.

§203.459 Notice of termination by
lender.

No contract of insurance shall be ter-
minated until the lender has given
written notice thereof to the Commis-
sioner within 15 calendar days from the
occurrence of one of the approved

1Section 203.269 was removed at 48 FR
35089, Aug. 3, 1983.
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methods of termination set forth in
this subpart.

[45 FR 31716, May 14, 1980]

§203.462 Pro rata payment of pre-
mium before termination.

No contract of insurance shall be ter-
minated until the lender has paid to
the Commissioner the pro rata portion
of the current annual insurance pre-
mium.

§203.463 Notice and date of termi-
nation by Commissioner.

The Commissioner shall notify the
lender that the contract of insurance
has been terminated and the effective
termination. The termination date
shall be the last day of the month in
which:

(a) The loan was prepaid; or

(b) A voluntary termination request
is received by the Commissioner, or

(c) The contract of insurance is oth-
erwise terminated with the consent of
the Commissioner.

§203.464 Effect of termination.

Upon termination of the contract of
insurance, the obligation to pay any
subsequent insurance premium shall
cease and all rights of the borrower and
lender shall be terminated.

§203.466 Definition of default.

If the borrower fails to make any
payment, or to perform any other obli-
gation under the loan and such failure
continues for a period of 30 days, the
loan shall be considered in default for
the purposes of §§203.440 et seq.

§203.467 Date of default.

For the purposes of §§203.440 et seq.
the date of default shall be considered
as 30 days after—

(@) The first uncorrected failure to
perform any obligation under the loan,
or

(b) The first failure to make a
monthly payment which subsequent
payments by the borrower are insuffi-
cient to cover when applied to the
overdue monthly payment in the order
in which they became due.

§203.473

§203.468 Notice of default.

The lender shall, within 60 days after
default as defined in §§8203.440 et seq.,
give written notice thereof to the Com-
missioner, unless such default has been
cured or unless the Commissioner has
been notified of a previous default
which remains uncured.

§203.469 Reinstatement of defaulted
loan.

If after default and prior to assign-
ment by the lender of the loan to the
Commissioner, the borrower shall pay
to the lender all monthly payments in
default, written notice shall be given
to the Commissioner within 30 days
and the insurance shall continue as if
such default had not occurred.

§203.471 Special forbearance.

If the mortgagee finds that a default
is due to circumstances beyond the
mortgagor’s control, as defined by the
Secretary, the mortgagee may grant
special forbearance relief to the mort-
gagor in accordance with the condi-
tions prescribed by the Secretary.

[61 FR 35019, July 3, 1996]

§203.472 Relief for borrower in mili-
tary service.

If the borrower is a person in mili-
tary service, as defined in the Soldiers’
and Sailors’ Civil Relief Act of 1940, the
lender may, by written agreement with
the borrower, postpone for the period
of military service, and 3 months
thereafter, any part of the monthly
payment, which represents amortiza-
tion of principal. The agreement shall
contain a provision for the resumption
of monthly payments thereafter in
amounts which will completely amor-
tize the obligation within its original
maturity. The agreement shall in no
way affect the amount of the annual
insurance premium which shall con-
tinue to be calculated in accordance
with the original amortization provi-
sions of the loan.

§203.473 Claim procedure.

(a) A claim for insurance benefits on
a loan secured by a first mortgage shall
be made, and insurance benefits shall
be paid, as provided in §§203.350
through 203.414.
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